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Statements on inditing No. 18 
Procedure January 1943 
AS the war progresses an increasing percentage of the receivables of companies are represented by amounts recorded as due 
from departments or agencies of the United States Government. 
These departments and agencies, under existing war conditions, 
rarely confirm amounts stated in requests for confirmation and have 
frequently expressed their inability to do so. As a result such con-
firmation in most instances cannot be considered practicable at the 
present time. 
In the opinion of the committee, the use of the "negative" type 
requests in confirming amounts due from government departments 
or agencies would not, under present conditions, constitute com-
pliance with the spirit of "Extensions of Auditing Procedure." That 
report did not contemplate that the "negative" form would be used 
if the independent public accountant had reason to believe that the 
request would fail to receive consideration and that he would not 
be advised if the amount stated in the request differed from the 
amount shown on the debtor's records. Some public accountants 
may continue to send "positive" type requests for confirmation of 
receivables from government departments and agencies in the hope 
that, in some cases, replies may be received. Other public accoun-
tants have indicated that they believe the number of replies received 
to such request, stating either agreement or disagreement with the 
amount shown on the clients' records, will be so few as not to war-
rant continuation of the sending out of "positive" type requests for 
confirmation. 
In any case in which receivables from government agencies or 
departments represent a significant proportion of the current assets 
or of the total assets of a concern and confirmation thereof by direct 
communication with the debtors has not been accomplished, dis-
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closure should be made of such situation in the report of the in-
dependent public accountant. This is necessary in order to conform 
with the amendment to "Extensions of Auditing Procedure," con-
tained in bulletin No. 12 of Statements on Auditing Procedure, 
which ended with the following paragraph: 
"Accordingly, the committee on auditing procedure hereby 
recommends that hereafter disclosure be required in the short 
form of independent accountant's report or opinion in all cases 
in which the extended procedures regarding inventories and 
receivables set forth in 'Extensions of Auditing Procedure' are 
not carried out, regardless of whether they are practicable and 
reasonable, and even though the independent accountant may 
have satisfied himself by other methods." 
In many, and perhaps most, cases the independent public accoun-
tant may be able by reference to shipping records, contracts, corre-
spondence, or other documentary evidence, or the subsequent pay-
ment of the accounts, to satisfy himself on a test basis as to the 
validity of such receivables. In such cases his disclosure of inability 
to secure confirmation of government receivables by communication 
with the debtor may well be accompanied by a statement that he has 
satisfied himself by other means. Both purposes may be accom-
plished by changing the sentence regarding conformity with gen-
erally accepted auditing standards contained in the short form of 
report so that it will read somewhat as follows: "Except that it was 
not practicable to confirm receivables from United States Govern-
ment departments (and agencies, if applicable), as to which we have 
satisfied ourselves by means of other auditing procedures, our ex-
amination was made in accordance with generally accepted auditing 
standards applicable in the circumstances and included all proce-
dures which we considered necessary." It is obvious that in these 
circumstances no exception need by taken in the opinion section of 
the report. 
There may be some cases in which, due to the particular circum-
stances, the independent public accountant may not be able to sat-
isfy himself by other methods as to such receivables. In those cases 
he must decide in the light of the circumstances whether the situa-
tion properly can be covered by taking an exception in the opinion 
paragraph; there may occasionally be situations in which the ex-
ception is of such a nature and so material in relation to the financial 
position and results of operations that the independent public ac-
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countant would require to disclaim sufficient basis for the expression 
of an informed opinion regarding the financial statements as a 
whole. 
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